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Ap. 
e a z 7 Political - Scpreatcent oe in iy 18 talk with, 
oe Gg Ambassador Rankin ‘said he was prepared: vaccept MAAG recommendation 
oes to strengthen Ta Chen defenses with 1 well=trained. division 
“Be and. new command to meet increasing Chinese Communist. threat 
ee this offshore ‘iSland: area, President. again urged considerat jon 
ie a his earlier request that defense of offshore islands be -linked 
ae with that of Formosa-Pescadores and. that military units these 
,3 9 areas be. combined in single fighting force through extension of 
“3g MDAP training program to offshore elements. Allowing for. 
ee possibility. US not prepared agree to this step now, President— 
Cees Chiang requested US Govt urgently consider making early state~_ 
PO B ment to effect US Seventh Fleet continuing .and Seale 
ieee surveillance of offshore island area controlled by ChiNats. 
na GB view its significance to defense of Formosa, Such statement 
(O89 while not committing US.to-defend offshore islands would in 
ages Ghiangs view be significant psychological deterrent te Chinese 
0 au. Communist Aggression, (SECRET). a a 8 
2 a 3 Rvs Ba 2 ‘ 
oe Bogen President Chiang said Chinese Soverunene determined 
ek a eee hold main offshore islands including Ta Chen.in any event: with 
‘a2. own forces. To this end he urged accelerated delivery certain 
at & § ‘shallow-draft naval vessels which Chinese Government had re= 
3 8 i quested under FY 1954 MDAP. (SECRET). 7 
a 2, 
During past week official statements ce 


Comment 
news editorials: having official consent stressed increased 
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aggressiveness against Chinese Communists as immediate goal 

jn Formosan theater.. President Chiang in interview with Reston 
urged that US. sharpen defensive measures here after Korean truce, 
Editoral comment on Tungshan raid played up first. use of. para- 
troops by Chinese Nationalist guerrillas ‘as forerunner extensive 
use modern methods warfare in increasing offensive. China 
Néws July 20 even went so far as say "time fast approach ing 

for Nationalists unleash counterattack all on their own. 
(SECRET). 


Foreign Minister informed Ambassador Rankin that 
Chinese Government may soon send US note re anti-Communist 
Chinese POWs in Korea, Chinese Government hopes these 
prisoners.will be kept in present camps until fate decided rather 
than be shifted to neutral zone to be subjected Communist “brain- 
washing". ‘Foreign Minister wants to exchange views with US as 
truce arrangements proceed and hinted Chinese Government might 
feel compelled take matter up in UN. (SECRET). . 


Comment: Chinese Government has been under consider 
able pressure from legislators and various public groups to 
do something about anti~Communist POWs in Korea. It is matter 
_of real concern which US should not overlook as truce situation 
develops (see Psychological Section). (SECRET). 


Forefgn Office has turned down US suggestion oa Li 
Tzu~Fen should be called to Taipei for top-level reorientation 
on significance Chinese commitments re evacuation troops from 
Burma, Foreign Minister said Li Mi has sent new instructions 
to Li Wen=Pin clearly establishing him as Li Mi's representative 

and setting forth Presidents Chiangs instructions to assist 4- 
“power committee in achieving maximum troop withdrawal from 
Burma. ; (SECRET). 


_ Comments . Ketheugh situation far from clear, ere 

have been some indications that Li Mi playing dual role of. 

dutifully passing Chinese Government instructions to Bangkok 

while at same time either encouraging or failing discourage Li 

Tzu=Fen and others in demands which appear designed thwart efforts” 
_4-pewer- committee, In July 23 interview with Henry Lieberman, 

New York Times correspondent, Li Mi said request had just been 

made by his commanders in Bangkok that US reconsider Li Tzu-Fens 

demands allegedly transmitted to Dept because unless they were 
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satisfied any withdrawa] would be impossible. Li Mi also 
refused officially retract statement attributed to him. by 

UP Stringer last week to effect he could not -issue evacuation, 
orders to troops in Burma, although he denied privately to 
Foreign Minister that statement reflected his views... Foreign 
Office meanwhile continues assure US everything possible being » 
done but at same time has refused alter stand on overseas” 
Chinese question epponere last week. (SECRET), 


Psychological = Chinese press took Ueeeial ie favor: 
able view of US, French and British Foreign Ministers meeting. 
Matters in communique singled out for. particular approbation were 
renewed solidarity of free powers which press felt has emerged, 
renewed assurances against consideration at this time of 
admission of Red China into UNO and warnings against stepped 
. up eee Te Ice elsewhere in ane if truce In Keres achieved, - 
(UNCLASSIFIED) . a ; 


° As prospects for Korean truce seemed Soncatacely: 
brighter, press showed renewed concern for fate of anti-Communist 
Chinese prisoners and-.expressed hope Communists would not be 
allowed to use‘ brain=washing and indoctrination methods on these 
prisoners, Hsin Sheng Pao (Provincial Government) objected - 
tio rumored removal of prisoners to islands in de=militarized zone 

_ to facilitate work: ‘of Neutral Commission and pointed out that 
as UNO member and permanent member of Security Council] China 
should have every right request permission designate repre=~ 
sentatives to "explain" each prisoners right to journey to. 
place of his choosing if he did not wish EOEEeR Communist 
China.: (UNCLASSIFIED). - 


There was editorial comment again this week on. 
weakness in fabric of Communist control as-revealed by unrest 
in Eastern Germany and other eastern European satellites and 
renewed suggestions that West adopt "new", "positive" policies 
. te capitalize to utmost on situation. China News (independent 
English daily) said that this is best time exploit weaknesses 
behind Iron Curtain, to step up psychological. warfare and 
bolster resistance movements everywhere in Soviet empire. . In 
Free China, this psychological effort must be even more relent-. 
Tessly pursued, Mainland millions who are looking to Free China 
and free’world for salvation may find present moment most 
opportune build up resistance and stage widespread rebellion, 
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Surest way is for ni decoamin et ‘world to support Chinese . 
.Government and people in heightening resentment by.. psychological 
warfare as well as intelligence and guerrilla activities on 
maintand. ~ (UNCLASS IF 1 ED). 


. Comments Little evidence here ee indicate. apprec table 
change jin amount of unrest ‘on mainland or that Chinese. Govern-- 
ment has significantly. increased or: ral ineinensed evchaleaica 
warfare activities... (CONF ID DENTIAL) «: . 


Army - Navy - Air = Although Chinese. Hat tonal ist 
raid July 16-17 -on-Tungshan Island (adjacent Fukien coast near 
_Amoy) was officially. and publicly proclaimed as ‘complete = 
success, intelligence reports so far too fragmentary and at 
same time too indicative of Nationalist difficulties te Supp Ore 
such conclusion, Raid originally planned as hit-and-run 
affair to Jast 72 hours but.stiff Chinese Communist resistance 
and mainland reinforcements forced Nationalist withdrawal after 
28 hours. Nationalist force totaling about 7,000 included- 
guerrillas from Kinmen, 1,000 Marines some of whom put in 
excellent performance as crews’ for landing craft (LCVT's). and 
500 paratroopers who were reportedly badly hit In carrying out 
mission of knocking out bridge to mainland and denying access 
northern end/of island to Communist reinforcements during assault 
phase, Two main amphibious landings were successful and initial. 
objectives: reportedly gained but Communists were wel entrenched. 
in some areas and retained strong artillery positions at high 
points northern end of--island throughout engagement. There was, 
no bombing preparatory to landing but Nationalist air support ~ 
(F-47's) was effective in slowing rate of Communist troop rein- .. 
Fercement during withdrawal. (SECRET). ade 


Comment: No ‘accurate reports ee available on easiai ee: 
suffered either side or on extent to which Chinese Nationalist f 
objectives achieved, It’ is consequently premature: to- characterize ' 


raid either as successor failure. (SECRET). 


' Army ~- 92 Division ae moved from éastern defensé 
command back to 54 Army which is being located in the Piagtunge 
Fengshan, Chishan area of Southern Defense Command, 80 Army 
moving into maneuver area number 3... 75 Army taking over coast 
defense, _ 57 Regt of 17 Division is replacing 2 Regiments of - 
92 Division in Hualien=Taitung area, ~(CONFIDENTIAL) 
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. MND has’ issued new plan for defense of Formosa to 
GHQ Army with date of implementation set for Aug 1. Major. 
change is elimination of Eastern Defense Command, to be. 
replaced by garrison command. (CONFIDENTIAL). 


Navy = Kinmen guerrillas captured 60-ton Chinese 
Communist motor boat off Namoa island, 15 miles east of 
Swatow, on July 18, Cargo and boat were seized for use by 
guerrillas, Personnel are held captive by utes forces, 
No comment . (UNCLASSIFIED). 


Air = Third group of F84 G: jet siete re: ds expected 
arrive Tainan July 26, This flight will, involve 10 to 20 
alrcraft depending upon number. of pilots available Japan for 

ferrying. Although this shipment of jets will give CAF |. 
between 50 and 60 F-84 jet aircraft, jet- pilot training -has 
fallen below required pace due to lack of 7-33 ‘trainers -and 
shortage spare parts for all jets. Majority F-84s will. 
probably be placed in ela storage, awaiting ‘beth. pilots 
and spare parts, ‘(SECRET).. 


New runway at Chia Yi, sapravinavety 7,500 feet. 
long and capable of sustained jet opera. tons. was Spey 
opened July 20, (RESTRICTED). 
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